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KEY ECONOMIC INDICATORS: JORDAN l/ 
Unless otherwise noted, all values are in million U.S. $2/ (East Bank only) 


% e 
1977 1978 1979 1980 1979-1980 


National Income (Current Prices) 

GNP 1948 2387 2931 3608 
GDP 1493 1897 2371 2920 
GOP Per Capita (U.S.$) 746 912 1103 1312 


Bar cultural Production (MT 1000) 
t 63 53 17 134 


Barley and other Field Crops 28 40 16 71 
Fruits and vegetables 285 587 443 537 


Industrial Production 

Over-all Index (1975=100) 130 159 188 232 
Phosphate Rock (MT 1000) 1769 2320 2828 3911 
Cement (MI 1000) 537 553 623 913 
Petroleum Products (MT 1000) 1146 1397 1612 1760 
Electricity (kwh 1,000,000 473 572 774 939 
Building Permits, Amman (M¢ 1000) 521 469 849 1056 


Money and Pesking 
Money Supply (M¢) 1372 1965 2544 3255 


External Public Debt 3/ 603 804 1020 1285 
Commercial Bank Credit Outstanding 763 1095 1549 1895 
Avg. Interest Rate (Overdraft) 8.5% 8.5% 8.71% 9.0% 


Balance of Payment and Trade 
Official Gold and FX Reserves 4/ 735 942 1236 1403 


Balance of Payments -8 -282Z -7 +334 
Balance of Merchandise Trade -1159 -1211 -1556 


Domestic Exports 
U.S. Share 
Imports 5/ 

U.S. Share 6/ 


Notes: 


1/ Data from Central Bank of Jordan and the Department 


2/ Exchange Rates: 


189 211 275 
nil nil nil 
1420 1510 1963 
14.8% 7.3% 7.5% 


1977 -— $U.S.1 = Jordanian Dinar .320 1978 - $U.S.1 
1979 - $U.S.1 = Jordanian Dinar .300 1980 - $U.S.1 


3/ Including Government guaranteed debt. 


-1868 
391 
nil 

2423 
8.5% 


of Statistics. 


Jordanian Dinar .304 
Jordanian Dinar .298 


4/ Does not include Commercial Bank holdings-$690 million at the end of 1980. 
5/ Includes re-exports. 
6/ Figure for 1977 includes 2 wide-bodies aircraft valued at $95 million. 





SUMMARY : 


The economy of Jordan continued to enjoy healthy growth in 1980. The 
industrial sector increased its share of contribution to GDP, while services' 
share declined. America's share of the Jordanian market increased slightly. 


Progress continued in exploitation of Jordan's scarce natural resources. 
Phosphate rock production increased substantially, and utilization of other 
minerals (e.g.,0il shale, potash, and sand for glass) is under study or in 
progress. The construction sector continues to be a major industry. 


Although exports increased at a greater rate than imports, Jordan continues 
to run a large deficit in merchandise trade. This imbalance is more than 
made up for in receipts from tourism, official transfers, and remittances. 
The new Five-Year Plan is expected to help correct the trade imbalance by 
focussing on increasing production. 


Although Government revenues from domestic sources are increasing 
substantially, Jordan continues to rely heavily on foreign cash grants to 
finance recurring and capital expenditures. The 1981 budget shows an 
increase of 20 percent, mostly "across-the-board." Foreign exchange 
reserves are adequate to cover 10 months of imports. 


Jordan's free-enterprise economy provides many opportunities for the sale of 
U.S. goods and services,as well as participation in the development of light 
industry through joint ventures. Sales of agricultural products and 
equipment offer particularly good opportunities. Amman continues to attract 
U.S. and other foreign firms wishing to establish a modest presence in the 
Middle East because of the ease of serving a wide market in other Arab 
countries combined with a pleasant place to live and conduct business. In 
particular, Jordan's increasing economic ties with Iraq offer U.S. firms the 
possibility of establishing a presence in that lucrative market through 
cooperative efforts in Jordan. 
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Current Economic Situation and Trends 


Jordan's economy continues to grow at a healthy rate, according to 
preliminary statistics for 1980. Prospects for continued growth are good in 
all sectors of the economy, especially during the next few years when 
current plans for new industries and the construction of existing industries 
are completed. Agriculture's contribution to GDP remained at 6 percent, 
although production improved greatly in 1980 after the previous year's poor 
crop. Industry's share in GDP rose from 27 percent to 30 percent, while 
services, including Government, declined from 65 percent to 63 percent. The 
United States supplied significant amounts of grains, construction 
equipment, automobiles, and aircraft parts to Jordan in 1980. The American 
share of Jordanian imports, fourth behind Saudi Arabia, West Germany and the 
United Kingdom, continued to grow slightly. 


Plentiful rains during the 1979-1980 growing season led to a bumper crop. 
While rainfall in the 1980-1981 growing season was adequate, poor 
distribution am timing indicate that yields of field crops will be 
significantly lower. Jordan will still need to import substantial food 
items, especially grains. Exploitatio of available water resources in the 
Jordan Valley is through modern farming techniques involving sprinkler and 
drip irrigation. The latter, along with use of plastic greenhouses, points 
to striking increases in production of cash crops. Plans for further 
expansion include a major earthfill dam, canal extension, amd associated 


irrigation equipment. 


Jordan is carrying out plans to increase exploitation of its scarce mineral 
resources. As the result of bringing a new deposit (Wadi Abyad) on stream, 
1980 phosphate production increased 37.4 percent over 1979. Jordan will 
soon be awarding a contract to perform a pre-feasibility study on the 
largest phosphate deposit. The study will include mining, transportation, 
amd loading. Since fertilizer prices are expected to rise faster than the 
prices of many other commodities, exploitation of these deposits should 
assist in balancing Jordan's large merchandise trade deficit. A fertilizer 
factory will process a large part of the intermediate products, while a 
potash factory will use solar evaporation of the Dead Sea water to obtain 
potash and a number of co-products. Other minerals are used in the 
production of ceramics, bricks, cement, am glass. 


In the energy sector, although exploratory drilling has not yielded any 
discoveries, serious studies are presently being carried out by U.S. and 
French firms. Significant deposits of oil bearing shale have been located. 
Pre-feasibility studies to investigate production of crude oil and direct 
burning of shale to produce electricity are being carried out by the West 
Germans am Russians, respectively. 


Jordanian industry traditionally has involved small facilities producing for 
a domestic market of 2.225 million people (1920 estimate). Jordan's 
existing major industries produce cement, petroleum products, and phosphate 
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rock. All these industries have expansion projects currently underway; the 
increase in cement and petroleum products will only serve to keep up with 
local demand. Jordan's private sector is rapidly expanding its light 
industry and producing a wide range of consumer goods to sell locally ani to 
take advantage of accessible markets in neighboring countries. 


Major importers of Jordanian products in the first 9 months of 1980 were 
Iraq ($61 million), Saudi Arabia ($51 million) and Syria ($40 million). 
Total exports in all of 1980 increased 42 percent over 1979. Local capital 
is readily available for investment projects, but the Government actively 
encourages equity participation by foreign firms that can contribute 
technology, marketing, and management expertise. 


Jordan is experiencing a chronic and growing trade deficit. Oil imports 
alone equalled export earnings. While exports grew more than imports as 
measured by percentage in 1980, the gap in absolute terms widened by $312 
million. It is necessary to add, however, that imports of capital goods 
have exceeded imports of consumer goods since 1977 and that the output of 
new and expanding industrial and agricultural projects have the potential 
significantly to reduce this deficit during the next few years. This 
deficit is currently more.than made up for in receipts from tourism, 
official transfers and remittances sent home by Jordanians working abroad. 
In 1980 the Central Bank recorded inflows from these sources of $516 
million, $1.3 billion and $795 million, respectively. In the face of this 
large and growing imbalance of merchandise trade, the Government would like 
to cut import bills through reduction in conspicuous consumption and an 
increase in exports. While most efforts along these lines have involved 
efforts to educate the consuming public, the Government has recently 
increased import duties and registration fees om automobiles with large 
displacements; e.g., duty on cars with an engine capacity of over 3000 c.c. 
is twice that om cars with capacities under 2000 c.c. 


Jordan's foreign exchange reserves, which cover the amount of dinars in 
circulation, stood at $2.1 billiom at the end of 1980, enough to cover 10 
months of imports. Although Jordan has increased its foreign debt in the 
past few years, the debt service ratio is still relatively low. This is 
primarily because most funds for major development projects have been 
borrowed at concessional interest rates with long grace periods. 


Total outstanding commercial bank credit increased by 22 percent in 1980 to 
$1.9 billio. Credit increased by 22 percent to the industrial sector and 
by 20 percent to the construction sector; credit to general commerce and 
trade increased by 24 percent. The number of housing permits decreased 
slightly (6 percent) in 1980, although more were granted than in 1978. 
Construction will not be started immediately on these sites, however, as 
many landowners rushed to file permits prior to the enactment of a new 
zoning law which placed restrictions om building size and increased taxes. 
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The housing industry continues to show surprising strength because of 
availability of funds. 


The growth in money supply, 28 percent, was the same in 1979 and 1980. For 
the past few years, Jordan has been able to hold the rate of inflation (12 
percent in 1980) to a level below the increase in money supply; some 
analysis iniicates that this may be because Jordan's inflation results 
primarily from increased prices of imported commodities (including oil). 
Wage hikes for the military and civil servants in 1981 may also contribute 
to inflation. 


With all the sectors expanding and a large part of Jordan's labor force 
outside Jordan, labor has become a scarce factor of production. The 
Government is carrying out an extensive vocational training program to deal 
with the needs of both the domestic market and to export labor. 
Nevertheless, Jordan's unemployment rate of 2 percent may rise to 4 percent 
over the next 5 years as large numbers of workers, including women (who 
presently make up about 14 percent of the work force), graduate from 
secondary schools, training centers, am universities. With emphasis on 
industry in the next Five-Year Plan, the number of both Jordanian and 
foreign workers is expected to increase; there were about 100,000 foreign 
workers in Jordan in 1980, mostly performing unskilled work in the 
construction and agricultural sectors. 


The Central Government budget for 1981 shows a 20 percent increase over 
1980's relatively austere budget. While most of the increases are "across 
the boaré," one exception is the National Resources Authority whose capital 
expenditures allocation was increased 175 percent tc $17 million - largely 
to pay for energy exploration projects. In contrast to last year's budget, 
locally generated revenues are expected to exceed grant aid budget support 
from Arab States. In addition to grant aid, a large portion of Jordan's 
development projects are financed by loans. from the United States, other 
countries, and International Financial Institutions. 


While Jordan's 1981-1985 Five-Year Plan has not yet been published, it is 
expected to emphasize growth in the productive rather than the services 
sector. To meet the ambitious goal of 10.4 percent annual rate of GDP 
growth during the next 5 years, Jordan plans fixed investments totalling 
about $9 billion, shared equally between the public and private sector. 
(The latter includes semi-public firms such as phosphate and potash 
companies.) Of the total, some $4.5 billion will be spent on civil works 
and $2 billion ™ industry. The plan also emphasizes agricultural 
production. 


Implications for the United States 


Jordan's economy is essentially a free enterprise system, although the 
Government holds important equity positions in many of the country's larger 





ol 


enterprises. Foreign investment is welcome, and 100 percent foreign 
ownership of local enterprises is permitted. Jordan's investment law 
provides attractive tax holidays and other incentives for investments which 
accord with the country's plans for development. Industrial free zones 
where manufacturers may take advantage of Arab Common Market regulations 
have been established. Export-Import Bank and Overseas Private Investment 
Corporation programs operate in Jordan. 


The first American-Jordanian industrial joint venture (manufacturing 
footwear) has bequn production with considerable success. The Government 
Jordan actively encourages joint ventures witi: foreign iirms and has 
identified areas where foreign expertise can be used to service the growing 
domestic market and rapidly expanding export market. Despite the decline in 
the value of the U.S. dollar relative to currencies of other suppliers to 
Jordan in 1980, U.S. manufacturers have not yet been able to make 
significant inroads into import sectors traditionally dominated by 
competitors. There are, however, many opportunities for U.S. manufacturers 
to export to Jordan, for example in the field of consumer durables, where 
the U.S. has a reputation for quality. Because of this quality, U.S. goods 
are usually regarded as a luxury, am exporters should not limit their 
proposals to "top-of-the-line" items. 


In 1975 Jordan passed legislation to encourage the establishment of regional 
business headquarters offices in Jordan. The law provides tax exemption of 
profits earned outside of Jordan, income tax exemptions for all expatriate 
employees, amd duty-free entry for office equipment and private vehicles of 
expatriate employees. By 1981 more than 50 American firms had established 
modest regional]. offices in Amman. Among Jordan's attractions are: the 
relative efficiency of the Jordanian Government and the country's 
infrastructure, the western orientation of business practices, the high 
degree to which English is a commercial language, am the genuine 
friendliness and hospitality of the Jordanian people. 


International tenders for major procurement of goods amd services are 
normally issued by the responsible agency of the Government of Jordan. A 
pre-qualification procedure is often used. The Government usually requires 
the mediation of a local agent in its dealings with foreign firms. Foreign 
suppliers who have existing agency relationships in Jordan have a distinct 
advantage, especially as bid deadlines are often short. 


The new Five-Year Plan, in addition to providing opportunities for U.S. 
firms to supply technica]. consulting services and capital equipment for 
large projects, will also offer a number of smaller but still lucrative 
contracts to the private sector am smaller government agencies. In its 
efforts to promote food self-sufficiency, for example, the Cooperative 
Organization will be seeking chicken slaughtering plants and food packaging, 
grading and processing equipment. 
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Despite the emphasis on agricultural production, there is little likelihood 
that Jordan will achieve sufficiency in grain production. The prospects for 
exports of agricultural commodities are, therefore, quite good. According 
to USDA figures, U.S. export of agricultural commodities increased 125 
percent in 1980 over 1979. Although this probably included some re-exports, 
there are imiications that Jordan will be turing to the U.S. market for 
commodities not previously imported from the U.S.; e.g., rice and poultry. 
The necessary criteria for sales are exact adherence to specifications and 
low price. 


The Iran-Iraq war and consequent use of Jordan's port of Aqaba by Iraq have 
resulted in an increase in the business relationships between the two 
countries. Many Jordanian firms are now engaged in exporting to Iraq and 
the cmstrictio field there. U.S. firms interested in entering the market 
there should explore the possibility of doing so in cooperation with a 
Jordanian partner. 





